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isionwall Incorporated’s wholly owned subsidiary, Visionwall Edmonton, Alberta T6G 2R6 


Technologies Inc., custom engineers and manufactures 
proprietary energy efficient window and curtain wall systems, 
for use in commercial, institutional and industrial buildings. 
Buildings using these systems require less energy to heat and 
cool, are more comfortable, are quieter, and can cost less to 
construct because of savings in the required heating and 
cooling equipment. Since opening its Edmonton manufacturing plant in 1989, 
Visionwall has emerged as the leader in the high performance window 
industry. The company generally enters into construction contracts to supply 
and in some cases install its products. Using a network of dealers and 
commissioned sales representatives, Visionwall markets its products 
throughout Canada and the United States and more recently to the Far East 
and South East Asia. The company is continuing to expand its marketing reach 
to many of the other high growth markets in the developing world. Visionwall 
has an experienced and highly motivated management team with a proven 
track record of success in this industry. No other company can match 
Visionwall’s technical expertise as it relates to the engineering, manufacturing 
and installation of energy efficient windows and curtain walls and the impact of 
these products on the buildings using them. With this strength, its superior 
proprietary technology and Seaman market ens in North SHE, 


ing on the Alberta it 
| million Class A Shares : | 
(one vote) and 4.3 ata Class B ere) ten ca vol issued and outstanding, aT 
Visionwall markets its products under the trade name SIONWALL?,a : 
registered trade mark of Visionwall Technologies h : Tisionwall manufactures 
its products using technology developed and owned Geilinger AG, a Swiss = ——- 
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Our mission is to: 


‘ Dee Seaeeak 


"| Mission Statement 


“Maintain our position as the leader in the high performance window industry.” 


To accomplish our mission we will: 

e Provide our customers with the highest quality product, within budget and on time; 
e Provide our people with rewarding employment; and 

e Generate profits for our shareholders. 


Highlights ° 


Completed major financial restructuring at the end of June 1996 which 
eliminated nearly $9 million in debt and contributed more than $12 million to 
shareholders’ equity. 


On January 31, 1997 completed a reverse take over of Encue Capital Corp., a 
junior capital pool company listed for trading on the Alberta Stock Exchange. 


Completed nearly $2 million of additional equity financing subsequent to the 
June 1996 restructuring. 


Completed the development and product launch of the new “M” series 
product lines. 


Reached agreement with Geilinger AG to expand Visionwall’s licence 
territory beyond Canada and the United States to include much of the 
developing world. 


Commenced establishing a network of dealers and sale representatives in the 
Far East. 


Sold and successfully delivered an $800,000 window order to Hong Kong, the 
first significant project sold in the Far East, while continuing to sell 
numerous projects throughout Canada and the United Sates. 


Selected by McDonald’s Corporation to supply windows for a new prototype 
restaurant. 


Increased revenue 50% to $6.4 million during the fiscal year ended January 31, 
1997 over the previous year while successfully maintaining a 25% gross margin. 


Sold and will soon commence manufacturing an $8 million window order for 
a 36 storey office building in South Korea and is being considered on several 
other major projects in the Far East and South East Asia. 


Continued to build significant momentum in a now growing North American 
commercial window and curtain wall market. 


Market trends strongly favour the construction of more energy efficient 
buildings. 


$10 million of sales orders in hand for the current fiscal year and is expected 
to nearly triple revenue over last fiscal year. 


he Corporation’s accomplishments over the last year have 
profoundly enhanced its business fundamentals and economic 
value for its shareholders. Management seized upon certain 
opportunities that arose during the year and successfully 
executed its plans with respect to a number of important 
strategic decisions taken. As a result of these actions the 
Corporation dramatically strengthened its financial position and 
capital structure, while deepening its market position in North America and 
entering new markets in the Far East. This has led to the remarkable growth in 
sales the Corporation is presently experiencing. With a sales order backlog of 
more than $10 million and growing, Visionwall expects to show strong 
earnings for its current fiscal year and is well positioned for exceptional future 
growth. 


FINANCIAL RESTRUCTURING 

On June 30, 1996 Visionwall Corporation successfully completed a 
refinancing with Geilinger Finanz AG by issuing Class A Shares in exchange 
for Geilinger’s equity and debt position in Visionwall Technologies Inc. This 
transaction resulted in Visionwall Corporation doubling the number of shares 
it had issued as of June 30, 1996 in exchange for increasing its ownership of 
Visionwall Technologies Inc. from 57.69% to 100%. In total more than $8.7 
million of debt was eliminated and more than $12 million was contributed to 
equity in connection with this restructuring. 

With the resulting much stronger balance sheet, Visionwall Corporation 
was in a position to go public through the reverse take over of Encue Capital 
Corp., a junior capital pool company listed for trading on the Alberta Stock 
Exchange. The reverse take over was completed on January 31, 1997 pursuant 
to an Offer to Purchase and Take Over Bid Circular issued by Encue Capital 
Corp. on the basis of 1.4 Encue shares for each Visionwall Corporation share. 
Concurrent with the completion of this transaction Encue Capital Corp. 
changed its name to Visionwall Incorporated. The successful conclusion of this 
transaction has given Visionwall access to capital markets which will be 
important in funding its future growth. 

The restructuring together with the decision to take Visionwall public 
established the conditions enabling Visionwall to raise needed additional 
equity. Prior to completing the reverse take over on January 31, 1997, 
Visionwall Corporation raised $1,744,000 (before issue costs) of equity through 
private placements to exempt investors and a rights offering to its 
shareholders. As a result of this funding, together with the approximately 
$217,000 available from the Encue Capital Corp., on January 31, 1997 
Visionwall had a very strong balance sheet with about $2.3 million of working 
capital, more than $5 million of Shareholders’ Equity, and less than $2.2 million 
of long term debt, of which $1.3 million was an interest free loan from the 
Federal Department of Western Economic Diversification. 
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NEW PRODUCT INTRODUCTION 

After more than a year and a half of development work, Visionwall 
successfully introduced its new M series three element product line to the 
market in the spring of 1996. The M series products offer about 75% of the 
benefits for about 20% less cost than Visionwall’s four element products. As was 
expected, the M series products have dramatically opened up the market to 
Visionwall and is probably the single most important factor influencing the 
surge in sales activity currently being experienced. 


INTERNATIONAL MARKET EXPANSION 

Visionwall recently reached agreement with Geilinger AG to expand its 
licence territory beyond Canada and the United States to include Mexico, all 
the countries of Central America and South America, all the countries 
comprising the region known as the Far East and South East Asia as well as 
India, Pakistan, Australia and New Zealand. This is an important development 
allowing the company to execute its plans to aggressively pursue the booming 
Asian 1 and to expand its sales activities to other developing markets. 
Visionwé 7 elivered its first project to Hong Kong last year and recently sold 
its first major project in South Korea. It is currently being considered on 
several other projects i in the Far East and South East Asia. The Corporation is 
convinced its products have a huge potential in the Asian market and it has 
already commenced the process of establishing a network of dealers and 
commissioned sales representatives to service the Far East. 


IMPROVING NORTH AMERICAN MARKET 
Visionwall has been struggling with a difficult market since 1990 when 


__ the building products market in Canada and the United States suffered its 
~ worst down turn since the great depression. The collapsed market resulted in 


depressed sales, very low prices, weak margins and severe losses for most 


~ companies. This led to an exit from the industry either voluntarily or through 


bankruptcy. The market started to slowly recover in 1994 and is expected to 
eventually reach its pre recession size. With the better market and fewer 
competitors, prices and margins have improved substantially. The market 


hie recovery is occurring at a time when Visionwall has successfully established 


itself as the leader in the high performance window industry in Canada and the 
USA, by offering a superior technology through a now well established sales 
network of some thirty-one dealers and sales representatives covering most 
major areas throughout Canada and the United States. In addition, the market 
trends are firmly in the direction of demanding more energy efficient products 
with some States now enforcing building codes mandating more energy 
efficient buildings and, in effect, the use of more energy efficient windows. 


GROWTH IN SALES 
The 1990 market collapse caught Visionwall trying to manage a difficult 
start up, bringing a new product into a conservative and extremely depressed 
construction market. Since that time one key issue for Visionwall has been to 
generate higher sales volumes. In order to achieve this, Visionwall invested 
heavily in market development particularly to establish its existing quite 
extensive sales network. The ground work this sales network has made over VISIONWALL 
the past several years in introducing Visionwall’s products in their respective 


territories has been extensive and it is now gaining momentum in generating EXPECTS 

actual sales. Visionwall also invested heavily in product development to ITS SALES 
broaden its product range and to increase the marketability of its products. 

The highly successful launch of the M series products is the most recent REVENUE TO 
example of that effort. These factors in combination with: i) the credibility NEARLY TRIPLE 


Visionwall has now established by having sold more than 140 projects many of 

which being substantial contracts, ii) the growing recognition of the value of DURING THE 

both Visionwall’s products and its technical expertise as it relates to the 

engineering and manufacturing of energy efficient windows and curtain walls, 

ili) the improving market condition in North America, and iv) the expansion FISCAL YEAR 

into the booming Asian markets, are all part of the explanation for the dramatic 

growth in sales currently being experienced by the Corporation. OVER LAST 
Visionwall increased sales revenue to $6.4 million during the fiscal year YEAR 

ended January 31, 1997, up more than 50% over the previous year. Activity 

levels currently being generated by its sales network are at an all time high. 

The Corporation already has in hand more than $10 million of sales orders for 

the current fiscal year. Based on its present sales backlog and the growth in 

sales presently being experienced, Visionwall expects its sales revenue to 

nearly triple during the current fiscal year over last year. 


FINANCIAL RESULTS 

Although the Corporation successfully increased revenues more than 50% 
over the previous year, this level of revenue is still about half what is required 
to achieve profitable operations. Consequently, Visionwall continued to lose 
money during the fiscal year ended January 31, 1997. The Corporation, 
however, achieved a solid gross margin of more than 25% on contract revenue 
as it has consistently done on projects sold after calendar 1993. This is a 
superior margin by industry standards. The Corporation has also continued to 
successfully keep its general, selling and administrative expenses at about $2.9 
million. Reducing these overhead costs below this level would seriously erode 
Visionwall’s ability to operate at the minimum level necessary to allow it to 
generate and execute the required sales contracts needed to operate ona 
profitable basis and to be able to achieve the desired growth in sales. Because 
these costs are relatively fixed and will only increase modestly with large 
increases in sales, Visionwall will become highly profitable as annual sales 
grow beyond its $12 million cash break-even point. 
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GOING FORWARD 

As a result of its market and product development strategy, Visionwall has 
been able to position itself for potentially explosive growth in a now recovering 
North American market and in the high growth Asian markets. It has a solid 
track record of generating superior gross margins by industry standards and 
has successfully kept its fixed overhead costs at a low level. These factors 
together with the financial restructuring completed in June 1996, have 
successfully reduced its cash break-even point to a highly attainable $12 
million in annual sales at a time when its sales prospects far exceed that level. 
In addition, as a result of the financial restructuring and financings completed 
during its 1997 fiscal year, the company presently has a strong balance sheet to 
enable it to execute its business plan. 

The business fundamentals are in place for Visionwall to further realize 
the tremendous upside potential of its truly exciting technology. As events 
continue to unfold confirming Visionwall’s success in realizing this potential, 
the value created for its shareholders will be considerable. 


Gregory L. Clarahan 
President and C.E.O. 


May 9, 1997 


Description of Business 


THE VISION 
ne of the most disturbing and compelling issues faced by our 
political, scientific and industry leaders in this late twentieth 
century, is the continuing and cumulative damage mankind is 
heaping on the environment. Much of the world’s scientific 
community is convinced that mankind’s activities, if left 
unabated, will have grave consequences for our planet. Many 
are deeply concerned about global climate change and ozone 
depletion, to name just two very serious issues. The rapid industrialization of 
the lesser developed nations of the world is causing a geometric growth in 
these environmental problems. Few in the scientific community believe the 
planet can support an industrialized globe without major changes to the 
wasteful ways currently entrenched in the western industrialized nations. 
Many of these environmental problems are directly related to the consumption 
of fossil fuels to satisfy mankind’s voracious demand for ey 
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VISIONWALL® 
WINDOWS CAN 
ACHIEVE 
INSULATING 
VALUES UP TO 
FOUR TIMES 
GREATER THAN 
REGULAR 
DOUBLE PANE 
WINDOWS 


These macro scale considerations and global trends present a huge 
growth opportunity for Visionwall as it pursues its strategy to provide a 
solution to that part of the global environmental problem caused by the use of 
energy inefficient windows. 


BUILDINGS COST LESS TO CONSTRUCT 

One difficulty for most energy saving technologies is that they must 
justify their high initial cost with future uncertain energy savings. This is often 
an obstacle that cannot be overcome. For those concerned about our 
environment, the real problem is that the ultimate cost to our environment is 
not adequately reflected in the price of energy, which frequently leads to 
economic decisions that result in further damage to the environment. 
Visionwall’s technology, in most cases, does not have this difficulty. Buildings 
properly designed using Visionwall’s products will realize a significant saving 
in the cost of the equipment required to heat and cool the building. Because of 
these savings, as have been practically demonstrated in many actual buildings, 
the total initial construction cost can be reduced by using VISIONWALL®. 
The long term energy savings become a bonus to the building owner. The end 
result is a building that can cost less to construct, provides a much more 
comfortable interior space, costs much less to operate over its life and 
contributes to the solution of our global environmental problems. 

There is a growing awareness by progressive building designers that it is 
senseless to design buildings that cost more to construct, that are energy 
inefficient and therefore cost more to operate, and that have less comfortable 
interior spaces. In the near future, all good building design will focus on the 
optimal energy efficiency of its building envelope in order to reduce initial 
construction costs and long term energy costs. Using Visionwall’s products or 
similar technologies to achieve these obviously desirable results will become 
as common as is the use today of insulation in standard wall construction. 

In the 21% Century it will be considered irresponsible to construct 
buildings that use large, complex and expensive heating and cooling 
equipment with huge energy requirements to overcome the inefficiency of 
windows in order to achieve an acceptable level of interior space comfort. 


TREMENDOUS LONG TERM ENERGY SAVINGS 
VISIONWALL® windows can achieve insulating values up to four times 
greater than regular double pane windows. In fact, commercial buildings using 
VISIONWALL®, in many cases, can have thermal losses so small that they can 
be fully compensated with heat released by occupants, lighting and solar 
radiation from the outdoors. During occupied hours commercial buildings 
using VISIONWALL® do not require heating even in extremely cold conditions 
(other than to heat the required outside air for ventilation). In hot climates 
VISIONWALL® can significantly reduce the cost to cool a building. 


HIGHEST QUALITY PRODUCTS 

Not only does Visionwall manufacture the most advanced products in 
terms of their energy efficiency, it is one of the relative few companies 
experienced in engineering and manufacturing “pre-glazed” curtain wall panels 
which reduce installation time and cost while ensuring a much higher quality 
product because of the greater control achieved in a factory compared to the 
assembly of products on a construction site. Visionwall also prides itselfasan Ae 


industry leader in providing pressure equalized curtain walls and windows, 
and designs all its products to incorporate “rain screen principles”, the hall 


ode, 


mark of technically advanced, high quality curtain wall and window esigr _ % 


CAPABLE, MOTIVATED AND DEDICATED PE 


with a proven track record of success in this industry. No other ‘company nea 
match Visionwall’s technical expertise as it relates to the engineering, be “UR 
manufacturing and installation of energy efficient windows and curtain wall e ree 
and the impact of these products on the buildings using them. Visionwall's . 
Vice President of Engineering together with his Engineering Manager an . co 
their two most senior staff members bring a combined experience of ae en 

100 years to the company, much of which t in designing some of the moget 


Visionwall’s ail ne department. Visionwall’s project, installation a 
estimating managers also have nearly 100 years of combined experience Oh 
some of the most challenging building projects. 
This highly experienced management capability in the windoy 
curtain wall industry is uniquely complimented by the talents of 
President Marketing and its Senior Vice President Sales, both 


talents bring to Visionwall its unique ability to understand built 
dynamics and the impact an energy efficient building envelop 


assisting designers to take full advantage of the benefi 
VISIONWALL®*. Key to Visionwall’s sales effort in the l 
very experienced and accomplished technical sales professio: 
located in the United States. 

The technical prowess of Visionwall is supported and assisted by an 
accomplished financial and administration management to help ensure a sharp 
business focus is maintained. The business objectives are made clear, the 
responsibilities defined, and each individual in the organization is given credit 
for the success, or held accountable for the failure, in meeting their respective 
objectives. 


VISION WALL 


Visionwall has nearly 100 employees throughout its operation. Without 
these many talented and hard working people it simply could not achieve its 
goals. Visionwall is proud to have such a capable and dedicated organization. 


GROWING SALES NETWORK 

The Canadian sales office is located in Edmonton, Alberta. United States 
sales offices are located in Salt Lake City, Utah and Bedford, Massachusetts. 
An ambitious distribution development program has resulted in more than 
thirty commissioned sales representatives and dealers selling VISIONWALL® 
products throughout the United States and Canada. Visionwall’s sales network 
includes some of the best architectural products sales organizations in North 
America which allows Visionwall to lever its market position on the well 
established relationships of its dealers in specific geographic areas. Recently 
Visionwall initiated an effort to establish a similar sales network in the Far East 
and South East Asia. 


FRAGMENTED INDUSTRY 

Visionwall is relentlessly pursuing its business strategy within an industry 
that can be described as fragmented. The commercial window and curtain wall 
industry in the United States and Canada is made up of a complex web of many 
companies with extreme variations in size, capabilities, motivations and 
relationships with each other. Most of the industry is made up of relatively 
small and technically limited companies active in their respective geographic 
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fragmentation, the commercial window and curtain wall industry has been 
slow to respond to the need for improved energy efficiency. 

Visionwall supplies both the glass unit and the framing system and takes 
responsibility for both components, therefore, it has a totally integrated view of 
the end product. Having such a view is critical because the energy efficiency of 
the framing systems is just as important as the glass units in achieving the 
desired overall thermal performance. This enables Visionwall to adopt 
innovative technical solutions within its products. This integrated view of the 
end product combined with an integrated view and understanding of the 
impact of its products on the buildings using them, gives Visionwall a powerful 
advantage over its competitors, the vast majority of which simply do not have 
the capability to compete on an overall technical basis with Visionwall. 


IMPACT OF LAST RECESSION 

During the building construction boom years prior to the recession that 
started in 1990, the industry was generally quite profitable and enjoyed good 
margins and steady growth. Starting in 1990 North America experienced the 
worst downturn in the construction and building products market during the 
postwar period. As a result the industry went through a period of extremely 
low sales volumes and weak margins. Most companies incurred severe losses. 
In Canada in 1989 there were approximately twelve major companies in the 
business of manufacturing monumental curtain walls. More than half of these 
companies have gone bankrupt or voluntarily exited the market. Less severe 
but similar attrition occurred in the United States. Fortunately the North 
American non-residential construction market has been expanding since 1994 
and is expected to eventually recover to its pre-recession size. In particular, 
office building vacancy rates have recently begun declining in many of North 
America’s major cities. This is expected to result in increased construction of 
large office buildings which will generate greater demand for monumental 
curtain walls and commercial windows over the coming years. 


COMPETITIVE POSITION 

Because Visionwall is selling a new building concept and not just another 
window product, the basis for competing with existing conventional window 
suppliers is quite different from what one would normally expect. Ideally 
VISIONWALL!® is sold in advance to building owners, developers and 
architects during the initial design stages. Otherwise the advantages of a 
reduced heating and cooling system, etc., will be lost. It is important to 
recognize that if Visionwall is successful in influencing the owner’s and 
architect’s building concept during the early design stages, then Visionwall is 
left with a limited amount of competition. This is because the new building 
concept will depend on the use of a window with performance characteristics 
similar to VISIONWALL®. This is a position Visionwall’s sales organization 
continually strives for and has successfully achieved on many occasions. 
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Visionwall can achieve an overall insulating value for both the frame and 
glass of about R7. In recent years other companies have begun to make 
available inert gas filled glazing units. Filling a double pane sealed glazing unit 
that incorporates a low-E coat with a low conductive inert gas can result in a 
“centre of glass” insulating value of about R4 and an overall insulating value of 
about R2.5 when the sealed glazing unit is set in a typical thermally broken 

aluminum frame normally used in commercial applications. A triple pane 
sealed glazing unit that incorporates two low-E coats with low conductive gas 
would result in a “centre of glass” insulating value of about R7 and an overall 
insulating value of about R3.5 when the sealed glazing unit is set in a typical 


ion has certain disadvantages including its weight and depth when 
used in ( onjunction with conventional framing systems, its shorter life 
expectancy and its increased risk of failure. Visionwall believes the short life 


concern about 


system which when used in combination with a sealed glazing unit 
incorporating low-E coatings and inert gas fill can result in overall insulating 
values similar to VISIONWALL*’s. Visionwall believes its products are cost 
competitive to this technology and in its opinion this technology is inferior to 
VISIONWALL®*. 


GROWTH OPPORTUNITY INTO A 
$30 BILLION MARKET 

Management estimates the North American market for non-residential 
windows and curtain walls to be in excess of $10 billion annually and the global 
market to be at least $30 billion annually. Visionwall is well positioned to realize 
exceptional growth into this very large market. Explosive growth is possible 
because of the number of large contracts potentially available. One curtain wall 
contract can be as large as $30 million. Visionwall is presently being 
considered on several projects in the $5 million to $15 million range. Annual 
sales revenues in excess of $100 million have been achieved by other curtain 
wall companies which do not have the technological advantages of Visionwall. 


Management's Discussion and Analysis 


OVERVIEW 

iscal 1997 saw the Corporation make tremendous progress in 
moving its business forward. On June 30, 1996, the Corporation 
completed a debt and equity restructuring which resulted in the 
elimination of approximately $8.7 million in debt and the 
contribution of $12,360,963 to equity. Subsequent to this 
restructuring the Corporation successfully raised $1,744,000 
(before issue costs) of equity through private placements to exempt 
investors and a rights offering to its shareholders. Then on January 31, 1997 
the Corporation concluded the reverse take-over of Encue Capital Corp., a 
junior capital pool company listed for trading on the Alberta Stock Exchange. 
Concurrent with the completion of this transaction Encue Capital Corp. 
changed its name to Visionwall Incorporated. 

The result of these transactions greatly strengthened the Corporation’s 
financial position at a time when it is experiencing strong growth in sales and 
has an outstanding prospect for continued exceptional growth in its business. 
With more than $10 million of sale orders currently in hand, management is 
confident that positive cash flow and earnings will be generated starting in the 
second quarter of the current fiscal year ending January 31, 1998. 


CONTRACT REVENUE 

Contract revenue increased to $6.4 million in fiscal 1997 up from $4.2 
million the year before, a 50% increase. The Corporation has been successful in 
building market momentum for its products at a time when the North 
American construction markets are beginning to strengthen. The upward 
trend in revenue is evident in the accompanying graph, as is the seasonal 
nature of the markets the Corporation so far has been involved in. 
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GROSS MARGINS 

Visionwall continues to generate a superior gross margin by industry 
standards of approximately 25% on contract revenue. This gross margin has 
been consistent over the past several years and is expected to be achieved on 
future contracts. 


GENERAL, SELLING & ADMINISTRATIVE EXPENSES 

General, selling and administrative expenses have been controlled and 
have remained consistent at approximately $2.9 million over the last few years. 
These overhead costs were trimmed back three fiscal years ago to reflect the 
minimum operating structure that will allow the Corporation to achieve 
profitable operations and fuel future growth. 


INTEREST EXPENSE 

Interest expense has been reduced by approximately $347,000 from the 
previous fiscal year as a result of the financial restructuring which eliminated 
approximately $8.7 million in debt as at June 30, 1996. 


RESTRUCTURING COSTS 

A nonrecurring charge of $222,675 was taken by the Corporation which 
relates to the legal, accounting and other professional fees and other costs 
incurred in connection with the financial restructuring of the Corporation. 


MINORITY INTEREST 

Visionwall Technologies Inc. did not become a wholly owned subsidiary 
of Visionwall until June 30, 1996 and consequently the financial results to June 
30, 1996 are after making the various consolidating adjustments to account for 
Geilinger Finanz AG’s 42.3 % minority interest in Visionwall Technologies Inc. 


SHARE ISSUE COSTS 

This charge relates to the legal, accounting, administrative and other 
costs incurred in connection with the shares issued pursuant to the private 
placements to exempt investors and to the rights offering to shareholders, as 
well as with the reverse take-over of Encue Capital Corp. 


LOSS PER SHARE 

The net loss per share for the year was $0.06 compared to $0.11 per share 
in the comparative period. The calculation of the loss per share was in 
accordance with reverse take-over accounting. The number of shares 
outstanding from the beginning of the fiscal period to the date of the reverse 
take-over on January 31, 1997 are deemed to be the number of shares issued 
by the legal parent to the shareholder of the legal subsidiary. The loss per 
share figure is calculated on the weighted average number of shares based on 
the values determined above. Comparative figures are calculated by dividing 
the earnings of the legal subsidiary by the number of shares of the legal parent 
issued in the reverse take-over. 


LIQUIDITY & CAPITAL RESOURCES 

As at January 31, 1997 Visionwall had a strong balance sheet with about 
$2.3 million of working capital, more than $5 million of Shareholders’ Equity, and 
less than $2.2 million of long term debt, of which $1.3 million was an interest free 
loan from the Federal Department of Western Economic Diversification. The 
strength of this balance sheet together with the strong growth in sales presently 
being experienced and the access the Corporation has now gained to the capital 
markets, should enable management to appropriately provide for the liquidity 
requirements of the Corporation. 

Management is taking steps to refinance the Corporation’s capital assets 
with the objective of replacing the existing $826,000 secured loan on more 
favourable terms and to establish a new bank credit facility to help fund its 
current assets. 


BUSINESS RISKS 
Visionwall’s principal business risks arise from the uncertainties in 
connection with the ability to generate sufficient sales volumes to achieve and 
maintain profitable operations. With the current sales orders in hand 
management is confident that profitable operations will be achieved during the 
second quarter of the current fiscal year. Up to now, however, the Corporation 
has no history of earnings. 
In the past Visionwall 
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i Responsibility for Financial Reporting 


The accompanying consolidated financial statements of Visionwall 
Incorporated and all the information in this annual report are the responsibility 
of management and have been approved by the Board of Directors. The 
consolidated financial statements have been prepared in accordance with 
Canadian generally accepted accounting principles using methods appropriate 
for the industry in which the Corporation operates and necessarily include 
some amounts that are based on informed judgments and best estimates of 
management. The financial information contained elsewhere in the annual 
report is consistent with that in the consolidated financial statements. 

To meet its responsibility for reliable and accurate financial statements, 
management has established systems of internal controls which are designed 
to provide reasonable assurance that assets are safeguarded and that 
transactions are executed in accordance with management’s authorization. 

External auditors have examined the consolidated financial statements. 
The Auditors’ Report outlines the scope of their examination and their opinion. 

The Audit Committee, comprised of a majority of non-management 
directors has met regularly with management and the independent auditors to 
discuss auditing and financial matters, gain assurance that management is 
carrying out it responsibilities and to review and approve the Corporation’s 
consolidated financial statements after which it recommended their approval to 
the Board of Directors. 


Gregory L. Clarahan, C.A. Patrick S. Bieleny, C.A. 
President and C.E.O. Controller 
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Auditors’ Report 
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To the Shareholders of 
Visionwall Incorporated 
(formerly known as Encue Capital Corp.) 


We have audited the consolidated balance sheets of Visionwall 
Incorporated (formerly known as Encue Capital Corp.) as at January 31, 
1997 and 1996 and the consolidated statements of loss and deficit and cash 
flows for the years then ended. These financial statements are the 
responsibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with generally accepted auditing 
standards. Those standards require that we plan and perform an audit to 
obtain reasonable assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial 
statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all 
material respects, the financial position of the Corporation as at January 31, 
1997 and 1996 and the results of its operations and the changes in its financial 
position for the years then ended in accordance with generally accepted 


accounting principles. 
Crretl s/ AG: 
8 
Edmonton, Canada Ernst & Young 
March 7, 1997 Chartered Accountants 


(except as to note 7 which is as of May 2, 1997) 
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Visionwall Incorporated 
VISIQNWALL (formerly known as Encue Capital Corp.) 


CONSOLIDATED BALANCE SHEET 


As at January 31 [see basis of presentation - note 1/ 


1997 1996 
S S 
ASSETS 
Current assets 
Cash 335,823 
Accounts receivable 2,358,993 1,557,848 
Unbilled contract revenue 65,435 
Inventory 1,106,080 975,130 
Prepaid expenses 114,151 54,653 
3,980,482 2,087,631 
Notes receivable 26,749 87,966 
Deferred charges, net of amortization 169,954 95,069 
Licence agreement, net of amortization /note 3/ 300,000 330,000 
Capital assets /notes 4 and 6/ 4,020,358 3,995,457 
Goodwill, net of amortization 376,445 387,754 
8,873,988 7,483,877 
LIABILITIES AND SHAREHOLDERS’ EQUITY (DEFICIENCY) 
Current liabilities 
Bank indebtedness /note 5/ 1,140,614 
Accounts payable and accrued liabilities 1,638,114 1,505,298 
Billings in excess of contract revenue earned 156,197 
Current portion of long-term debt 41,298 5,623,908 
1,679,412 8,426,060 
Long-term debt /notes 6 and 8/ 838,893 ilm/iav aw oi" 
Government loans /note 7 and 9] 1,325,000 1,325,000 
Minority interest /note 8/ 3,717,459 
3,843,305 15,226,240 
Commitments /note 12/ 
Shareholders’ equity (deficiency) 
Share capital /note 8/ 5,734,189 3,748,479 
Contributed surplus /note 8/ 12,360,962 
Deficit (13,064,468) (11,490,842) 
5,030,683 (7,742,363) 
8,873,988 7,483,877 


See accompanying notes 


On Behalf of the Board: 
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Director 


Director 


Visionwall Incorporated 
(formerly known as Encue Capital Corp.) 


CONSOLIDATED STATEMENT OF LOSS AND DEFICIT 
Year ended January 31 


Contract revenue 
Contract costs /note 4/ 


Gross margin on contracts 


General, selling and 
administrative expenses /notes 3 and 4] 


Interest on long-term debt 
Other interest expense 
Restructuring costs 


1997 


6,401,649 
4,800,167 


Loss for the year from operations 
Minority interest 


Net loss for the year 
Deficit, beginning of year 
Share issue costs /note 8/ 


Deficit, end of year 


Net loss per share 


See accompanying notes 


1,601,482 


2,878,387 
343,703 
30,506 
222,675 


3,475,271 


1,873,789 

(401,477) 
1,472,312 
11,490,842 
101,314 


1996 


4,266,290 
Dpltscou 
1,108,495 


2,934,139 
623,199 
97,716 


8 655,054 _ 


2,046,999 
(1,072,713) 


1,473,846 
10,016,996 


13,064,468 


0.06 


11,490,842 


0.11 
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Visionwall Incorporated 
(formerly known as Encue Capital Corp.) 


CONSOLIDATED STATEMENT OF CASH FLOWS 
Year ended January 31 


OPERATING ACTIVITIES 


INVESTING ACTIVITIES 


FINANCING ACTIVITIES 


Net loss for the year 

Non-cash items: 
Minority interest 
Amortization 


Gain on disposal of assets 


Net change in non-cash working capital balances 


Cash used in operating activities 


Acquisition of minority interest 
in subsidiary /note 8/ 


Purchase of capital assets 
Deferred charges 

Payment on notes receivable 
Note receivable 

Proceeds on sale of capital assets 


Cash used in investing activities 


Issue of share capital and increase 
in contributed surplus /note 8/ 


Loans received /note 8/ 

Reduction in debt in exchange for shares /note 8/ 
Debt forgiven /note 8/ 

Repayments on long-term debt 

Increase in long-term debt 

Proceeds of Rights Offering /note 8/ 

Proceeds of Private Placement /note 8/ 

Proceeds on exercise of employee stock options 
Share issue costs 


Net assets purchased on reverse take over of 
Visionwall Incorporated /note 8/ 


Investment in subsidiary by minority shareholder 
Postponement of royalties and interest 


Cash provided by financing activities 


Net increase in cash during the year 
Bank indebtedness, beginning of year 


Cash (bank indebtedness), end of year 


See accompanying notes 


1997 


(1,472,312) 


(401,477) 
244,419 


1996 


(1,473,846) 


(1,072,713) 
207,917 
(7,745) 


(1,629,370) 
(1,080,409) 


(2,709,779) 


(2,346,387) 
362,096 
(1,984,291) 


(3,315,982) 

(204,011) 

(98,885) 
61,217 


(3,557,661) 


12,360,963 
1,724,189 
(8,204,239) 
(840,742) 

(6,689) 
826,000 
348,000 
1,396,059 
25,000 

(101,314) 


216,650 


7,743,877 


1,476,437 
(1,140,614) 
335,823 


(364,054) 
(95,069) 
11,025 
(49,309) 
16,265 
(481,142) 


(26,224) 
77,326 


2,175,000 
203,414 


2,479,916 


14,083 
(1,154,697) 


(1,140,614) 


Visionwall Incorporated 
(formerly known as Encue Capital Corp.) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
January 31, 1997 


1. BASIS OF PRESENTATION 


On January 31, 1997, Visionwall Incorporated (formerly known as Encue Capital Corp.) acquired 
99% of the issued and outstanding shares of Visionwall Corporation by issuing a total of 
32,018,854 Class A Shares and 4,340,140 Class B shares from treasury. Sufficient shares were 
issued in this transaction such that 89% of the equity and 94% of the voting control passed to the 
shareholders of Visionwall Corporation. Subsequent to January 31, 1997, a notice of compulsory 
acquisition pursuant to Part 16 of the Business Corporations Act (Alberta) was sent to those 
Visionwall Corporation shareholders not accepting the Offer to Purchase from Visionwall 
Incorporated. Once the compulsory acquisition requirements of the Business Corporations Act 
(Alberta) are satisfied, Visionwall Corporation will become a wholly owned subsidiary of 
Visionwall Incorporated. 


For accounting purposes, Visionwall Corporation has been treated as the purchaser, and the 
acquisition has been accounted for as a reverse take-over. The legal parent company, Visionwall 
Incorporated, is deemed to be a continuation of Visionwall Corporation, and accordingly, these 
consolidated financial statements are a continuation of the financial statements of Visionwall 
Corporation, the legal subsidiary, and not of the legal parent, Visionwall Incorporated. The 
comparative figures presented are those of Visionwall Corporation. 


In making the acquisition, the Corporation acquired net assets of approximately $217,000 which 
amount has been charged to share capital. The acquisition has been accounted for by using the 
purchase method. 


Description of the Business 


The Corporation custom engineers and manufacturers high performance window and curtain 
wall systems primarily for use in commercial, institutional and industrial buildings, using 
proprietary technology developed and owned by Geilinger AG, a Swiss company. The 
Corporation markets its products throughout Canada and the United States and recently 
expanded its licenced territory to include much of the developing world as described in Note 3. 
The Corporation generally enters into construction contracts to supply and in some cases install 
VISIONWALL® window and curtain wall systems. VISIONWALL® is a registered trade mark 
owned by the Corporation. 


These financial statements have been prepared in accordance with generally accepted 
accounting principles on a going concern basis which presumes the realization of assets and 
discharge of liabilities in the normal course of business for the foreseeable future. The 
Corporation’s subsidiary has experienced significant operating losses. The Corporation’s ability 
to continue operations is dependent upon its ability to obtain profitability, failing which, to secure 
additional financing. These financial statements do not include any adjustments to the amounts 
and classification of assets and liabilities that might be necessary should the subsidiary be 
unable to continue operations. 


2. ACCOUNTING POLICIES 


Because the precise determination of many assets and liabilities is dependent upon future 
events, preparation of financial statements for a period necessarily involves the use of estimates 
and approximations, particularly when accounting for contracts using the percentage of 
completion method of recording revenue. The financial statements have, in management’s 
judgement, been properly prepared within reasonable limits of materiality and within the 
framework of the accounting policies summarized below: 


Consolidation of subsidiaries 


The consolidated financial statements include the Corporation and its two wholly owned 
subsidiaries, Visionwall Corporation and Visionwall Technologies Inc. (57.69% owned as at 
January 31, 1996). The minority interest in Visionwall Technologies Inc. was held by a 
subsidiary of Geilinger AG until it was contributed to Visionwall Corporation on June 30, 1996 in 
exchange for shares of Visionwall Corporation (see note 8). 


vismuwai 2- ACCOUNTING POLICIES (continued) 


Inventory 

Raw materials inventory is valued at the lower of average cost and replacement cost. Finished 
goods inventory is valued at the lower of specific item cost and net realizable value. 

Capital assets 


Capital assets are recorded at cost and are amortized over their estimated useful lives on the 
following basis: 


Manufacturing equipment Unit of production method 
Installation equipment 20% declining balance 

Office equipment, furniture and fixtures 20% declining balance 
Computer equipment and software 30% declining balance 
Automobiles 30% declining balance 
Leasehold costs Straight line over term of lease 


Deferred charges 


New product design costs have been deferred and are being amortized on a straight-line basis 
over a four year period. Accumulated amortization amounts to $24,000 at January 31, 1997 (1996 
- Nil). 


Licence agreement 


The cost of the licence agreement is being amortized over the original term of the agreement to 
the year 2007. 


Foreign currency translation 


Monetary assets and liabilities in foreign currencies are translated into Canadian dollars at the 
exchange rate in effect at the balance sheet date, Other assets, liabilities, revenues and expenses 
are translated at exchange rates prevailing at the transaction date. Gains or losses resulting from 
translation of foreign currency are included in income. 


Accounting for contracts 


Revenue from contracts in progress is accounted for using the percentage of completion 
method. Provision is made for all anticipated contract losses as soon as they become evident. 
Unbilled contract revenue represents revenue earned in excess of amounts billed on 
uncompleted contracts. Billings in excess of contract revenue earned represents amounts billed 
in advance of revenue earned on uncompleted contracts. 


Leases 


Leases are classified as either capital or operating. Leases which transfer substantially all of the 
benefits and risks of ownership of property to the Corporation are accounted for as capital 
leases. The capitalized lease obligation reflects the present value of future rental payments, 
discounted at the appropriate interest rates. The amount capitalized as the cost of the asset is 
amortized as set out above under capital assets. Rental payments under operating leases are 
expensed as incurred. 


Goodwill 


Goodwill, which arose on the acquisition of shares in Visionwall Technologies Inc., is being 
amortized on a straight-line basis over forty years. Accumulated amortization amounts to 
$75,902 at January 31, 1997 (1996 - $64,593). 


Net loss per share 


In accordance with accounting principles applicable to reverse take-overs, the loss per share 
figures are calculated on the following basis. The number of shares outstanding from the 
beginning of the fiscal period to the date of the reverse take-over on January 31, 1997 are 
deemed to be the number of shares issued by the legal parent to the shareholders of the legal 
subsidiary. The loss per share figure is calculated on the weighted average number of shares 
based on the values determined above. 


Comparative figures are calculated by dividing the earnings of the legal subsidiary by the 
number of shares of the legal parent issued in the reverse take-over. 


3. LICENCE AGREEMENT 


4. CAPITAL ASSETS 


5. BANK INDEBTEDNESS 


6. LONG-TERM DEBT 


Under a licence agreement expiring in 2010, the Corporation has the right to manufacture and 
market VISIONWALL®, a high insulation technology window system, to the countries situated in 
the geographic areas generally described as North America, Central America, South America, 
the Caribbean, East Asia, South East Asia, the Indian Sub-Continent, the South Pacific, as well 
as, Australia and New Zealand. The licence agreement requires payment of royalties of 2% of 
sales. The cost of the licence agreement is being amortized over the original twenty year term 
which commenced in May 1987. Amortization for the year in the amount of $30,000 is included 
in general, selling and administrative expenses. Accumulated amortization amounts to $200,000 
at January 31, 1997 (1996 - $170,000). 


1997 1996 

S $ 

Manufacturing equipment 3,887,510 3,727,997 
Installation equipment 194,266 183,448 
Office equipment, furniture and fixtures 181,700 173,378 
Computer equipment and software 548,194 523,236 
Automobiles 39,330 39,330 
Leasehold costs 365,074 365,074 
5,216,074 5,012,063 

Accumulated amortization 1,195,716 1,016,606 
Net book value 4,020,358 3,995,457 


Computer equipment included above at a cost of $89,938 is under a capital lease. 


Amortization on capital assets totalling $179,810 (1996 - $166,608) is included in contract costs 
and selling, general and administrative expenses. 


A line of credit had been arranged with the Hongkong Bank of Canada for $1,250,000 with 
interest at prime plus 1.0%. Collateral for the outstanding operating line of credit was a guarantee 
for $1,250,000 by Geilinger AG. The bank indebtedness was retired from advances by a 
subsidiary of Geilinger AG (see note 8). 


1997 1996 
$ S 
Loan from the Union Bank of Switzerland (Canada), 
requiring monthly interest payments at prime plus 0.5% 
(fixed at 8.85% to April 10, 1996), due July 15, 1996. 3,600,000 
Loan from the Union Bank of Switzerland (Canada), 
requiring monthly interest payments at prime plus 0.5% 


(fixed at 6.75% to April 10, 1996), due July 15, 1996. 2,000,000 
Loan from a subsidiary of Geilinger AG, a Swiss corporation, 
requiring quarterly interest payments at 10.0% per annum. 1,000,000 
Royalties and interest payable to Geilinger AG, 
without interest, forgiven during the period /note 8/ 720,792 
Loan requiring monthly payments 
at 2.25% per month, due February 28, 1998 826,000 
826,000 7,320,792 
Capital leases 54,191 60,880 
880,191 7,381,672 
Less: current portion 41,298 5,623,951 


Long-term debt 838,893 foi, (zu 


eZ 


visinwa; ©. LONG-TERM DEBT (continued) 


Collateral provided on the loan payable is as follows: 


e Promissory note; 
e General Security Agreement over the Corporation’s assets; and 
e General Assignment of book debts. 


Prior to June 30, 1996, the subsidiary of Geilinger AG acquired the debt owing to the Union 
Bank of Switzerland (Canada) and, together with certain other debts outstanding to Geilinger, 
contributed the amounts to Visionwall Corporation in exchange for shares of Visionwall 
Corporation. (see note 8). ’ 


Aggregate principal payments on long-term debt and capital leases are due over the next two 
fiscal years as follows: 


S 

1998 41,298 
1999 838,893 
880,191 


7. GOVERNMENT LOANS 


8. SHARE CAPITAL 


The Corporation has received an unsecured, non-interest bearing loan from the Federal 
Department of Western Economic Diversification for $750,000. The loan is repayable in 
quarterly installments of $150,000 each, beginning September 1, 1998. In addition, the 
Corporation has agreed to pay amounts equal to 5% of the net proceeds of any future share 
issuance to be applied in reverse chronological order to the future installment requirements. As 
a result of amending the repayment terms, the Corporation has agreed to make a compensatory 
payment to the Federal Department of Western Economic Diversification of $46,047 due on 
June 1, 1998. 


The Corporation has received a second loan under the same program for $575,000 on an 
unsecured, non-interest bearing basis. This loan is repayable in three quarterly installments of 
$150,000 each beginning December 1, 1999 with the fourth installment of $125,000 due on 
September 1, 2000. The Corporation has agreed to pay amounts equal to 5% of the net proceeds 
of any future share issuance, less any amount paid under a similar clause for the loan described 
in the preceding paragraph, to be applied in reverse chronological order to the future installment 
requirements. As a result of amending the repayment terms of the loan, the Corporation has 
agreed to make an additional compensatory payment of $32,492 due on March 1, 1998. 


Authorized 


The Corporation is authorized to issue: 


a) an unlimited number of Class A Subordinate Voting Shares (“Class A Shares”); 
b) an unlimited number of Class B Multiple Voting Shares (“Class B Shares”); and 
¢) an unlimited number of Preference Shares in Series (“Preference Shares”). 


The authorized capital indicated above reflects amendments during the year to authorize the 
issue of an unlimited number of Class A and Class B Shares and the conversion of outstanding 
common shares to Class A Shares on a one for one basis. 


Subject to the preferred entitlements of the Preference Shares, the Class A Shares and Class B 
Shares participate equally, share for share without preference or distinction, in the dividends or 
any other distributions of the Corporation including any distribution of assets on the liquidation, 
dissolution or winding up of the Corporation. The holders of Class A Shares and Class B Shares 
are entitled to receive notice of and to attend and to be heard and to vote at all meetings of 
shareholders. Each holder of Class A Shares is entitled to one vote per share and each holder of 
Class B Shares is entitled to ten votes per share. One Class B Share is convertible into one Class 
A Share at the option of the holder. 


Except as otherwise provided by law, the Preference Shares are not entitled to receive notice of, 


8. SHARE CAPITAL (continued) 


to attend or to vote at any meeting of the shareholders of the Corporation. The Board of 
Directors of the Corporation can issue Preference Shares at any time and from time to time in 
one or more series and determine the rights, privileges, restrictions and conditions to be 
attached to the shares of such series. 


The authorized capital of the Corporation includes a “Coattail” provision to provide protection to 
the holders of the Class A Shares in the event an offer is made to purchase Class B Shares. 
Generally the “Coattail” provides that in the event an “Exclusionary Offer” is made to purchase 
Class B Shares, each Class A Share at the option of the holder will be convertible into one Class 
B Share. An “Exclusionary Offer” can be generally described as an offer to purchase Class B 
Shares of at least 20% of the then outstanding Class B Shares that is not made concurrently with 
an identical offer to purchase Class A Shares. 


Issued 
Amount 
Pertaining to 
Number of Visionwall Visionwall 
Incorporated Shares Corporation 
Common Class A Class B 5 
Visionwall Incorporated 
(formerly Encue Capital Corp.) 
Balance January 31, 1996 2,400,000 
Public issue of shares 2,000,000 
Shares issued on exercise of option 100,000 
Conversion of common shares to 
Class A Shares (4,500,000) 4,500,000 
Shares issued in exchange for shares 
~ of Visionwall Corporation 32,018,854 4,340,140 216,650 


Nil 36,918,854 4,340,140 216,650 
Visionwall Corporation 


Balance January 31, 1996 3,748,479 
Shares issued during the year: 
On settlement of debt 1 
On rights offering and 
private placements 1,744,059 
On exercise of stock options 25,000 
Balance January 31, 1997 36,518,854 4 340,140 5,734,189 


The following share capital transactions occurred during the year: 


Visionwall Incorporated 
(formerly known as Encue Capital Corp.) 


a) 2,000,000 common shares were issued pursuant to a public offering on June 27, 1996; 


b) 100,000 common shares were issued on November 15, 1996 pursuant to an option granted 
under an agency agreement with respect to the above public offering; 


c) The common shares were converted on a one-for-one basis into Class A subordinate Voting 
Shares; and 


d) On January 31, 1997, 32,018,854 Class A Shares and 4,340,140 Class B Shares were issued in 
exchange for Class A and Class B Shares of Visionwall Corporation on the basis of 1.4 
Visionwall Incorporated shares for each Visionwall Corporation share. As a result of the share 
exchange, Visionwall Corporation became a subsidiary of Visionwall Incorporated. The 
transaction was accounted for as a reverse take-over as voting control over Visionwall 
Incorporated passed to the shareholders of Visionwall Corporation. 


es 


Visunwa 8. SHARE CAPITAL (continued) 


Less than 2% of the Visionwall Corporation shares were not tendered under the offer to 
purchase. The Corporation has taken action to acquire the balance of the shares under the 
compulsory acquisition provisions of the Business Corporations Act (Alberta) subsequent to 
the year end. 


Visionwall Corporation 


References to number of shares as they relate to Visionwall Corporation do not reflect the 1.4 
conversion rate in the exchange with Visionwall Incorporated discussed above. 


a) Share capital and debt restructuring 


Pursuant to an agreement dated June 6, 1996, certain collateral provided by third parties to 
Geilinger AG on a loan for $1,000,000 received by Visionwall Corporation from a subsidiary of 
Geilinger AG was released on the condition that the proceeds from the sale of the collateral in 
the amount of $296,728 be advanced to Visionwall Corporation. On June 30, 1996, Visionwall 
Corporation issued 269,753 Class A Shares in satisfaction of the $296,728 debt outstanding. 
The June 6, 1996 agreement also provided for the cancellation of the 2,500,000 $0.80 Class A 
Subordinate Voting Share Purchase Warrants (“0.80 Class A Warrants”) which had been 
previously issued in connection with the $1,000,000 loan. 


On June 30, 1996, a subsidiary of Geilinger AG, a related party at that time, contributed to 
Visionwall Corporation the following assets in exchange for 10,106,883 Class A shares of 
Visionwall Corporation: 


i) all the preferred shares, Class G shares and common shares held by the subsidiary of 
Geilinger AG in Visionwall Technologies Inc. resulting in Visionwall Technologies Inc. 
becoming a wholly-owned subsidiary of Visionwall Corporation; and 


ii) debt of Visionwall Technologies Inc. in the amount of $7,907,511. Prior to this 
contribution, the subsidiary of Geilinger AG had acquired the debt from the Union Bank 
of Switzerland (Canada) and had advanced $1,250,000 to Visionwall Technologies Inc. 
which was used to repay the line of credit with the Hongkong Bank of Canada. The debt 
owing to the Union Bank of Switzerland (Canada) and Hongkong Bank of Canada had 
been guaranteed by Geilinger AG. 


The above transactions are summarized as follows: 


i) the satisfaction of debt by the June 30, 1996 issue 
of shares of Visionwall Corporation; S$ 296,728 


ii) contribution of shares of Visionwall Technologies Inc. on June 30, 1996 
at an amount equal to the minority interest relating to those shares 
formerly carried in the consolidated accounts of Visionwall Corporation, 
in exchange for shares of Visionwall Corporation; 3,315,982 


iii) the contribution of debt of Visionwall Technologies Inc. on June 30, 1996 


for shares of Visionwall Corporation; and 7,907,511 

iv) forgiveness of debt by Geilinger AG relating to certain accrued and 
unpaid royalties and interest 840,742 
$12,360,963 


These transactions have been accounted for by increasing the stated capital of Visionwall 
Corporation by $1 and recording contributed surplus of $12,360,962. 


b) Private Placement 


Visionwall Corporation received subscriptions for 4,839,953 Class A Shares from exempt 
investors at prices between $0.28 and $0.30 for total proceeds of $1,396,057. On November 22, 
1996 Visionwall Corporation issued 1,100,000 Class A Shares pursuant to this private 
placement for total cash proceeds of $308,000. On December 18, 1996, the remaining 
3,739,953 Class A Shares subscribed for were issued for total cash proceeds of $1,088,057. 
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c) Rights Offering 


On November 18, 1996, Visionwall Corporation issued a Rights Offering to the holders of its 
outstanding Class A Shares whereby a maximum of 1,160,000 Class A Shares for maximum 
gross proceeds of $348,000 would be issued through the exercise of the Rights. The Rights 
Offering Closed on January 6, 1997 and was fully subscribed at $348,000. 


d) Share Issue Costs 


Share issue costs of $101,314 were incurred relating to the Rights Offering and Private 
Placement described above. These costs have been charged to the accumulated deficit. 


Share purchase options 


Options have been issued to officers, directors and employees of the Corporation to purchase 
1,599,996 Class A Shares of the Corporation at $0.20 per share. Pursuant to the respective option 
agreements, the options vest over a four year period with 25% vesting on each anniversary of the 
option issue date. Options not exercised within five years of the option issue date will expire. 


It is the intention of the Corporation to grant an additional 400,000 stock options to acquire Class 
A Shares at an exercise price of $0.20 to certain officers, directors, employees and consultants. 


Pursuant to an Agency Agreement, the agent was granted the option to purchase 100,000 Class 
A Shares at $0.10 per share. This option expires March 31, 1998. 


9. FINANCIAL INSTRUMENTS 


Financial instruments recognized in the balance sheets consist of cash, accounts receivable, 
bank indebtedness, accounts payable, long-term debt and government loans. 


a) Fair values of financial assets and liabilities 


The fair value of financial instruments included in the balance heets, other than the 
government loans, approximate their carrying amounts. 


The estimated fair value of the non-interest bearing government loans at January 31, 1997 and 
1996 was determined by discounting the future repayment requirements at interest rates that 
management believe approximate the Corporations cost of borrowing. 


1997 1996 
Balance Sheet Fair Balance Sheet Fair 
Amount Value Amount falue 
$ $ $ S 
Government loans 1,325,000 1,152,319 1,325,000 1,064,006 


b) Credit risk 


The Corporation largely derives its revenue from the manufacture of windows under contract. 
At any point in time, accounts receivable represent amounts from customers on contracts 
currently in progress. At January 31, 1997, approximately 91% of the accounts receivable 
represent amounts due from two customers (1996 - 70% from four customers). 


10. SEGMENTED INFORMATION 


The Corporation sells products to customers in Canada, the United States and several Asian 
countries. Sales in Canada totaled $1,200,000 (1996 - $1,400,000), sales in the United States 
totaled $4,400,000 (1996 - $2,900,000) and sales elsewhere in the World totaled $800,000 
(1996 - Nil). 


11. INCOME TAX LOSSES 


The Corporation and its subsidiary have losses for income tax purposes of at least $16,000,000 
which are available to reduce future years’ taxable income over the fiscal years 1998 to 2004. 


During the year, losses of approximately $1,800,000 for income tax purposes were incurred. 


Aggregate base payments under all operating leases, including a lease on manufacturing 
facilities expiring May 31, 2004, are as follows: 


Fiscal year 


ended S 
1998 291,980 
1999 237,650 
2000 234,023 
2001 244,660 
2002 244,660 

Thereafter 326,213 
1,579,186 


Under the terms of real property leases, the Corporation is responsible for all occupancy costs in 
addition to the base payments. 
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